a bs au UV yey hy 
en ee oe f pe Wins by Mig 
fetid tangas Wad A PC todee itd 

E Uy 405 5 ty ytgt a piilaty 
owt CMSA Pa ahs 
hae 
Roane 
Dect de dys 


WO ere 
Hehe 


Wires 
THO Uae AS 
SoU a ner) 


W189 oan 
Jantean 


sh eM By 
ae ag eta tah, 
et yh ta yi 


PE tgs ap 


red 


Saapd tedungs 


feusety tes 
wpe tee egy 
: z 


ee 
re 
iti 


Baeatiniet 
Rey oven 


aM eae eet 
De enn a 


) x 
Shard 


velatd ys 


Tate nt 


an! 
VEU Gy 
Nes Pe ge at Ch, 
S07 gina 
gt 


DA een rt 


mR 


Cyn 
Ser awn 


Sait gh, HORYL 
HES Re 


Wels: pats 
aaa ANG ie 
Sata rcmyds Prot 
Caren Puy 
‘ 


' as 
SPOUT art gy 
wpa § 


SENG 


Nat 
ra sauibe yd 
vets 


7 y 
' " 


a 


. teenies any rigie 
i , ee pls 


q “8 PRA 

ey i a 

‘ oy 
1 ’ : 


ty AM 
v a Loo & ; 
‘Dove 7 


a 
tb : 


_ 


7 


a 


Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31/61115496184 


a, 7 My ‘ ’ ry n - 
; ey | ae ly: oy 
an RAL 
. Bp Py a i ie an : : y 


yor, © 


| eae an van | 
_ | Sia 7 ia 


= 


on 
ie Li 
a 
am 


is 


- 
De 


oS 
oe 
ee 


x 


the Bill without any “amendment 
4 jommittee adjourned to the call of the Chairman, 


JOUN A. HINDS, 
Clerk of the Committee. 


fs ‘are ee renin or disposed 
statements, and now | am told that if 
ve to make a statement for deprecia- 
isions, not on the basis of original cost 
ishing ba relation to some of these companies, they will - 
a 8 charge a at ce 25 per cent in order to reach the amount they 
off 1 in their three quarterly statements so far this year, and that 
possible for them to do. That is the difficulty in making the provision 


he @ problem _ 
on very Q 
the old 


e source. Molloaing, the announcement by ae _ 
he e chang ges were - be reduced, the near withholding 


the reduction in “he rate orice that would be 


ae. nain eubetance, if you like, of this bill, It is a bill to give efleet 
ctions in personal income tax effective for 1949. So mueh for the 
rsonal income tax. 


Mr. Euumr: You also have the exemption of dividends on preferred 


to him of property. This is: 
hat loss in value of assets fro 
- obsolescence, will be recognized « 


harge agal 
iy to this, h 


at portion” 


suffered, the excess will be brought back into income. 
he interests of simplicity it is proposed to establish a relatively sinall 
of general rates of depreciation and It will be provided that these rates 
applied cach year on what is known as the reducing balance method. 
nis method will entail substantial increases in the present straight-line 


of depreciation. 


100 


000 in the first ue 


$ 15,000 depreciat on on the ee _ NL 
should not be subject to tax. ‘Ts there no 
at $50,,0 000, which came about by ihe oo 


ay | hat because 2 man ie cold his rope 
as charged too much for depreciation, and should be ta: 
in, hat the de preciation, $0 far as the palais is concerned, | 


cLEnnan: Can you opt the two items? 

a: I do not know, I am asking the question’ 

AVSIB: You would have to separate them. 

Mr. Haypen: You can separate them; it is done often on ex Prouria- 
ons 

Mr. Evuer: 1 would like to know whether the department would 
e them? 

y Eaton: : You would have to, both under the old and the new system. 


a d realizes @ what you a 
the recap ize os 


git 

000 would be recaptured depreciation a you” Ww oon 
oo me on a ‘point I had not foreseen, But let nic 
et us start with that property on the assumption that 
0,000. The man depreciates it for two cr three years, and it 
O00. Then that man dies; the property passes to his heir, and 
ir sells it immediately after he gets title to it, There will be ne 
If the heir kept the property he would be entitled to de ‘preciate ib at 
ket value, which might be substantially higher than its written-down 
e hands of his father. 

Ar. Haypen: Where dees it state that in the statute in relation to 
situation? 


he vent by which she ok the property is not an event whieh 
proceeds and the profits. May I say this. As far as I am 
in all the discussions that have taken place, there has been perfeet 
hat there is no tax in that case. You have brought ub « case where 
ard for me to say, ‘‘Here it is in black and white”. I do not think 
vides for bringing back into income, under section 20, subsection 1. 
s of sale. 

Ar. Hayvpen: By the widow? 

yAvsin: By the widow. That is my opinion, 

Mr. Haypen: I think it does. 


on. Mr. Moraup: Yes. I think the court would deeide differently. 


peri ae when he wae ‘alive Tab in a the absence © o 
: ary in the law, anything received after the moment 
of 118 income, are event that gives rise to the ee 


on tor the purposes os of clause 7 is a sale made by the executor — 
he taxpayer, and in my opinion—it is only my ‘opinion—that — 
bringing back into the income of the estate only the depreciation 
, the executor or trustee after the death of the individual, 
daypen: You would have no objection, then, to making that 
yarticular section? | 
ysis: I do not draft these bills, sir. I do not wish to suggest that 

to the credit for this language. 
. Haypen: Whose language is it? 
vsie: The language of the Department of Justice. 
ir. MacLennan: You say the Department of Justice? 


es 


lustry and business genera y n the: county, 
Ss ropos d — is good. I do not say 
div , y. who oe 


to eal i make now, namely, that o | 
nd adopt the legislation with any changes that 
5 urther that we ask that the matter be thoroughly 
‘is the wish of the house, a special committee could be set up 
il} this measure when Parliament meets at the next - 


LER: Did L anderstand Senator Campbell to advise the com- 
18 legislation, but that he did not understand it. 

_ Camppetn: No. 

_Fuuer: That is what you said. You said that you did pot under- 
| but that you advocated its passage. 

r. Campsett: I say we must understand the principle of the 


560. He has got 

the 20 per cent of _ 

w he goes on till he 

ist adds the price __ 

bal nee at ae of Hee - 
ther the 1040 


one property. ‘Let us 5 keep to one 
bh 3. He continues to write off - 


ment to nt ot those: ieorle. 
{ a small man buys a mining tock be is “onuled to a 


epletion. _ 

You mean a share of stock? 

onAUD: Yes. 

j There is no capital allowance for that. There is depletion, 


. Moravup: If he buys a bond he gets his interest; no depreciation, 
n my part of the country a lot of these people are small property 
buy a small property instead of buying a bond, Lt is their invest- 
have a large family. The property owner takes his depreciation 


RAUD: LL has 5 pot t . s be . rented prope rly. 


+ Vex: Well, suppose it is rented. That property has depreciated 
educted from his taxable income for the time being. He sells that 
t a price higher than the value fixed on the Ist of January, 1940. 


nsacted, the whole of the depreciation that he has enjoyed from 
oe 

Mr. Moraup: And he would have lost the interest on the money he 
d in that property, so he would be better off to buy bonds. 


Il be called to add to his taxable ineome for 1951, the year in which the - 


et 2 hea” we ee : 
in th House of Commons, 
ad the ye ee The a 


R savs tha: he 2 provisions 


' i apnounced that it 
ng epreciation. I stress again 
ary with the oo, of the 


ae badied. by proves ee As 
the a Manufacturers ABEO- 


of the proposed. toa fom the owaniaed. repre- 
iat fair, is it not, Dr. Baton? 


"I was talking to Mr. George Currie, an old friend of 
nd he said he was quite satisfied with the new proposal. 
to the éwo sections of the bill with which the committee is 
on a which enacts section 20 and subsection 1 gives statutory 
hat we loosely refer to as the recapture prince iple. The 1 remaining 


ay definitions. 


as £0 
not have his 
e has under- 
f that loss, or what would appear to be a loss, and he is entitled 
o take what is in fact the real depreciated value of the asset. 
_Euier: Do you not think it is rather an oncrous thing for a man 
property, after six or eight or ten years of taking depreciation, that 
capture that, and that he has to pay the tax on that aggregate sum 
car at the rates of that particular year? 
fr. Apsorr: In practice, of course, he would not have to do that, Tt 
added back into his asset account, and I think I am correct in st ying 
Htimate liability in the case of a business man really comes at the time 
nally goes out of business. That is really what it amounts to. 


capital | 


| both ways. On the other hand, under the _ 
estimated the amount of his depreciation, then he _ 


lave to. pay: on the le 
he sale rice of 612000 nad “ie oon price of $10, 000, or 
een the sale price and the depreciated amount. 

Ay port: In the case that you are citing | take it that this would 
operty? _ 

Gouin: Yes. 

4 . Anporr: Which had been depreciated up to January Ist down to 


r. Goury: Yes, 


id i that te a value oF 
preciated value of the ol 


necessary ‘for prope @) 
the eo oF insurance _— 


TT: - I take it, Senator Nicol, ‘that the kind of ease you have 
man collects: $26, mm” say, _ because a building has been com-__ 


i Ne ‘Say | a _ property Vv: alued at $20,000 is damaged by fire 
10,000 but the owner wants the insurance company to pay 
ysurance company may say that instead of paying him $15,000 it 
ne damaged portion. 

‘Anmort: In that ease he docs not reeeive any money but simply is 
ilding back. 

Nico: Yes. Let us assume that is done in 1950 and afterwards 
s depreciated. 


Gentlemen, we have a quorum, so » will you please come to 
eack ed a point where we ean attack the bill clause by clause’ 


if there are any questions they can be brought up under 
ngs. 

. Haynen: I asked a question this morning that [ think perhaps 
s pr epared to answer now. 

rman: Could we deal with it when we come to sections 7 and 8? 
_ Havpen: It would fit in at that time all right. 

ion 1—“ineome from office or employment”. 

HAtRMAN: I do not think it is neeessary to read the section through. 


now is a sale or a purchase. 
se the other way. . 
1em the full arm's length away 


has a legal significance. 


aman: All right: section 7, subsection (1). We are dealing 
le section, subsections (1) to (6). 

yr, Vien: Have you considered the possibility of adding alter 
, “or otherwise as provided by regulation’? 


“come other purpose”? | 
| s distinct: from using it for the a 


Ses. Tf I acquire e property for invest: 
ey oquire pro y to earn income out of a business 
m e other oS a some other purpose, I mark time and 


LAYDEN : " Buppose . T switch my business from manufacturing 
es to manufacturing radios, am I regarded as having switched 
0 “some other purpose’? 

sie: There is no change as long as it is for your own business 
a new coinpany 1s ineorporated to start a radio business under a 
hat is different. 

fy Camppei.: Is this not the mec ining? Li you have 4 property 
re using for a business for the purpose of gaining a profit, you can 


gratis of a depreciable asset to sor 
ur as T am caneerned the fair marke 
at time, but if the fair market value 
nuary 1, 1949, the recapture provision. 
taken” Ss 
up the property at fair market valuc _ 


“en: But why should the donor be obliged to add to his taxable 

ence between the purchase price, as set out on the Ist caf 
ind the market value at the time he gave the property away? 
aypeN: After all, what is given is the depreciated capital value 


y. Why should not the asset in the hands of the recipient carry & 


2 ps 


equal to the depreciated value at the time of the gift?) Why should 
to pay a tax on some part of the depreciation? Why not have the 
f the depreciation preserved? , 

yr Nicon: UH your suggestion were followed it would defeat the 
» law. If a nan sells a property he has to pay a tax, so why should 
» pay a tax if he gives the property away? 


| ae have e sel the propery 
a capital loss of $25 for which — 
s provision, if he were to sell the 
which he could recover. On the one 

have talen, and on the other hand provision is made 
| have not taken. 

PBELL: | move that paragraph (e) be carried. 

TEN: Is this scheme in operation elsewhere? 
: Haypen: Yes, in England, 
IRMAN: Paragraph (e) carried. 


et 


y come to paragraph (f). 

r, Haypen: Here we have a change in the language; it saves “for other 
Why should it not read “for some other purpose” if there is some 
at connotation; here it was apparently decided to throw it overboard, 


~ 


if we endeav 


got down to subsection 4 


od 


to subsection 5, which defines “business” 


is subsection 6. Does this section carry? 
Is there an amendment there? 
_ The amendment provides for a new subsection 6 


‘tion (1) does not apply in determining income from farming 


on. Senators: Carried. 
AtpMaN: Then there is subsection 2 of section 7 which reads as 


lis section is applicable to the 1949 and subsequent taxation veurs, 


€ a into, aco in “aecordance with the Biactice 
of National Revenue, in ascertaining the taxpayers MCOMe 
of the Income War Tax Act . ...” That is drawn on the 


all through. 

‘sig: It would only be appleable during the years he was the 
: would only go back to the year he acquired the asset. 

> Haypen: I know that is the intention, hut I am not sure that 
/ is not confusing. However, so long as you say that is the 
s all right. 


person, on January 1, 1949, was the person who had already oo 


does not me 
understand it, 
ements are either modern or— © 
_ We could ask Mr. Gavsie to sum 
rds, and indicate the cases it covers. 
e sections I must read it ta make 


EULER: You mean a subsidiary company? 

sie: Yes, or a commonly controlled company. It applies only in 
_does not apply to strangers at all-—only to where they are related 
elated companies who are taxpayers. The capital costs shall be 


suppose ie Canadiar n | Notional Steamships cold a 
reciated by half—? 


‘Suppose they sold it to thie railway? 

¢: It is a wholly owned subsidiary. 

ATERSON ‘Atis a wholly owned subsidiary, but what is the situa- 
AMPBELL: They could not get depreciation twice. 

Haypen: I have no further objections. 

CAMPBELL: 1 move the section be carried. 

3 (3) was agreed to. 

AIRMAN: We are now on subsection 4. 

r. CAMPBELL: Carried. 
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vita | cost. - certain CASES 


: cog hokey 7 player gets | a 
bonus: would be axe > income 


y 


n the resolutions earlier in the 


computation of tasable | income. 

pEN: I don’t think we need spend much time on that, except 
ight be increased. 

was agreed to. 


on 11—medical expenses. 

Tr. Camppetit: That just enables people to take it in any twelve- 
od rather than the calendar year? 

Avsip: That is correct, sir. 

SHAIRMAN: As to subsection (5), that is extending the limit to five 


Savsie: Correct. 


st m oes ce oe 
r and be in oe entirely different, lin 


ey are thousands “holc 
CO rol and there is no reason to believe that in future 
any . to evade taxation. | _ There vous ie ee 


: cee cases where the Act would prove, as 1b now reads, 
fair and if put through as is, it would ‘he impossible for minority 
lp nemselves. They would be unreasonably discriminated against 
fault of their own, and while their competitors get a reduetion in 
re being denied their rights. They have gone on for years the same 
ypanies, looking toward the day when a reduction in taxation would 
m and now, through this class legislation, it is being held up in an 
nfair way. In fact their taxes arc being raised 3 per cent adding 
ury. A great majority of these companies have separate audits by 
al accountants, and what profits they make nave little or nothing to 
other companies which they might be related to. In any case the latter 
. their own audits which the government can demand. These separate 


5t 


ihe preduct of the 
: the ie bill company. 


all bisineginan. aad noe het person Who ae : 
nee an a 2 of a penisip On me minore 


: In answer to Senior Campbell may I say, your 


ave set up separate companies so that the liability. 
o have got full benefit all these years, and you will 
They have set up those companies with their eves 
rapanies to which I refer set themselves up without knowing 
us a they have not done so to limit their hability. That 


The steamship companics did nut set themselves 


Me Mean: They had a purpose in doing it but that is not so 
small companies I am talking about. 

Mr. Dupuis: May I say a word, Mr, Chairman, although T am not 
of the committee? 

Cuarrman: Certainly. 


ding clause. These 


e company 


d and a statement s 
going to f 


holders in these other companies will undoubtedly be spread 

ople, and in effect, you as a large shareholder in these ten com- 
benefit greatly, as against the other man who has one company 
0,000. 
r, Mclwax: Well in a parent company generally $10,000 would not 
o such an awul lot. There are very few companies where vou would 
- more getting any advantage from this taxation, but I certainly 
of companies where the larger company has helped out by prictical 
ny, smaller companies to give a public service. It may be cold 
it may be light, heat and power service or something like that, but 
@ that is entirely unrelated to the product or manufacture. A com- 
the mining or the lumber business may go into something to help the 


‘Shall 


ate 


e the budget comes down, he gave an un 
ane i inow the same holds” good here, to a 


have heard the explanatien of Mr. Sinclair, W eh 
nator McLean which is not in any form, but we know t 
of the amendment. In effect it would be to strike out 
(4), and (5) of section 36 as re-enacted. _ | 
Ol the e quesuon? “a the amendment carry? ... The 


10 ‘18, subsections 3. 4 ‘and 6 were agreed to. 


etion 19—foreign tax deduction. 

Eaton: That amendment is consequential upon the amendment which 

d to a while ago about the person taking up residence in Canada or 

p residence in Canada. The purpose of this subsection 1 is to prevent 
oming to Canada and being resident part of the year, from taking a 

dit in respect to income which we do not fe That is, he has paid foreign 

another government in respect to income that he earned while he was 


Ss : ywned b . 


or things transferred to beneficiaries. 


1gnts 
riL: That provides that the income may be divided between _ 
estate in any taxation year, does it? : 
The explanatory note says: : 
the act deals with the income of deceased persons during the 
die. Subsection (8) is new and provides that certain income 
. taxed in the hands of the beneficiary in certain cases. Subsection 
.d makes special provision for the case where the deceased was not 
anada in all of the four years preceding his death, as for example 
a resident of Newfoundland”. 
w: Subsection 1 provides that rights or things that would ‘be income 
nsferred to the beneficiary, taxable income in the hands of the bene- 
en he receives the amount. That is a relieving section from the law 
Subsection (4) provides for the carrying out of an option. The 
he deceased taxpayer has certain options with respect to the taxation 
ights or things that are income. This makes provision for cases where 
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‘Asl understand the re 
‘ ig its pury 


Some sections are ee more ¢ complicated than others. 

Mr, ‘Sinclair should bring in a bill to abolish taxation. 

0 people i in Canada trying to get out of paying taxes. 
Not that many. 

vir, Hay EN: T move that section 30 be carried. 

| 30 Ww as agreed to. 


ion 31—“Investment conipanies’ 

ON: Section 31 deals with avectinent companies which, if they came 
tain definition, were exempted entirely from corporation taxes in the 
ntroduced the provision for giving shareholders a tax eredit in respect 
ls received from a tax-paying corporation. If the corporations were not 
corporations, the sharcholders accordingly would get no tax credit, 


2 i> am 1 coine to a oe of the 2 argument 
agree entirely with Senator Hayden on trying 
h is retroactive to cure faulty language in a previous: 
think it was perfectly obvious what was originally 

er act was brought down. No one could have any doubt 


There is one taxpayer who has served a notice of 


_Camepsett: I move that this section be passed. 

. Haypen: 1 will second it, then. 

on was agreed to. 

r. Nicou: How many corporations of the sort we are discussing 
on are there? 

r. Hayvpen: Which are affected by this? 


Ee 


Se 


I ae gives iim the oy to so ta the court and ue 
OT appeal. This was not speeitically provided for 


agreed to. 


his section deals with the position of non-resident owned 
goration, As I said a while ago, they have a apecinl rate af tax 
e of 15 per cent. We have a provision corresponding, that their 
go out tax free, However, they may enjoy that tax free dividend 
if they have conformed to ecrtain conditions. One of these eondi- 


ome ¢ of an insurance - company would be premium 


1€ < that ieoubler, 
an there is no tax. 


ry 1 w hich is the source of the income, there al be _ . 
ent by the trustee to the non-resident benodeiary, - 

before a certain date, _ 

You mean if the trust funds are received from. securi- _ 

ada and the beneficiary is outside of Canada— 

the same country. 

YDEN: Then the trustee in Canada can bring them in and 

ale without withholding any tax? 

5 Yes. 

. Horner: Do you mean that a person outside of Canada has a 

tion to one in Canada? 

_Hoayvpen: No. This applies where the securitics and earings 

jes are outside of Canada but the trustee administering them is in 


aipman: And the income would probably be taxable in the United 


on (6) (5) was agreed to. 
ection 7, application of section was agreed to. 


as non-residents to a_ 
sul has not yet been 


mpanies came here, ‘ecurea | licenses from 
= : aces cotapanics we 


) Not any more. . 
OL! I understand that these foreign companies do not p ay 
u those paid by Canadian companics. 

re: They will pay taxes on what is regarded as their income, 
dustrial factory mutuals operate, they get a payment which I 
s in the nature of a deposit and it is only “taken out as used. We 
king out the part that will be regarded as their income, and they 
on that. 

r. Nicot: But you are not doing it at the present? 

Vsig: Yes, since 1947. 

Mr. Haypen: Since and including 1947. 


. g b Lo 

ifthe non-resident 

fee be personally 
tic 3 oe 


rect in inadvertent change that wa 
| ill. it oo for a ae Pehe ti ly 


VSIE: es, ‘amendments to , the defi ditions. 
1AIRMAN: Which are contained in section 127 of the Income Tax Act. 
avsie: The amendment is required, since Newfoundland has come 
deration, to make sure that “corporation” includes a corporation 
1 in any part of Canada before or after it became part of Canada. 


jon (1) agreed to. 


section (2): 

ton: This is part of that amendment we spoke of some time ago, 
madian holders of United States Steel and Chrysler, ete., would not 
n respect of capitalization or stock dividends declared or paid by 4 
states corporation. 


£(R) d Co me e, 4 
ome of the oon company. tt is 4 | avced ‘on 
Canada tax free. _it is not a ae tax pur 


dividend. “This j is to make it deat that since Canada does 
a there is no tax credit § given in a to that dividend. _ 


Mr. Havven: They would be setting an unfair advantage if you per- 
ther possible interpretation. 

avsig: There is no question about that. 

TON : The tax credits were to remove double taxation, but now we do 
we dividends so therefore there should be no tax credit. 

‘Mr. Haypen: With that explanation it is not so bad. 


on 47 was agreed to. 


ection 50 makes provision for authority to continue any 
s made by international agreement. 


ypEN: That may be beneficial to Newfoundland. 
1 50 was agreed to. 


ection 51—refunds. 

Avsig: That is a beneficial provision, in that the smal] taxpayer who 
during the war and had some amount witheld from his salary is 
under the present law to apply for a refund within two years, and this 
the minister to make a refund even though two years have expired. 
cases a tax deduction may have been paid from the salary even though 
idual was not taxable in the year or years in question. 

jon 51 was agreed to. 


f how you read that section. It is a quest 
some other part of the year was not resident 
lly, I think that is what 1s intended. ses 
order for him to be taxed on income for part of the year, he - 
ent in Canada only for part of the year and not employed or _ 

In other words, a man may be a resident in © anaids for 
may leave Canada and take up residence outside the country, 
y on business In Canada. 
pen: But you say in paragraph (a) “Iris income for the period 


year during which he was resident in Canada, was employed in 
33 
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Poon = 


wv Was carrying on business in Canada . .-. 
avein: In order for this section to operate he must first be a resident 
la during part of the year and outside Canada for another part of the 
not employed in Canada or not earrying on business in Canada. if 
f those other features apply then the section is inapplicable te him. T hat 
s intended, and that is the way it reads. 

Vir, Haypen: Very well, if you want confusion, far be it from me to 
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